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insurance in an amount at least equal 
to the lesser of the outstanding prin-
cipal balance of the loan or the max-
imum limit of coverage made available 
with respect to the particular type of 
property under the NFIP. 

(b) Applicability. (1) Paragraph (a) of 
this section shall apply only with re-
spect to any loan made, increased, ex-
tended, or renewed after September 22, 
1995. 

(2) Paragraph (a) of this section shall 
not apply to any loan having an origi-
nal outstanding balance of $5,000 or less 
and a repayment term of one year or 
less.

§ 1773.3 Civil money penalties. 

(a) In general. If an Enterprise is de-
termined by the Director of OFHEO to 
have engaged in a pattern or practice 
of purchasing loans in violation of the 
procedures established pursuant to the 
NFIA, as amended, or to § 1773.2, the Di-
rector may assess civil money pen-
alties against such Enterprise in such 
amount or amounts as deemed to be 
appropriate under paragraph (c) of this 
section. 

(b) Notice and hearing. A civil money 
penalty under this section may be as-
sessed only after notice and an oppor-
tunity for a hearing on the record has 
been provided under 12 CFR part 1780. 

(c) Amount. A civil money penalty 
under this section may not exceed $385 
for each violation. The total amount of 
penalties assessed under this section 
against an Enterprise during any cal-
endar year may not exceed $110,000. 

(d) Deposit of penalties. Any penalties 
collected under this section shall be 
paid into the National Flood Mitiga-
tion Fund in accordance with 42 U.S.C. 
4104d. 

(e) Additional penalties. Any penalty 
under this section shall be in addition 
to, and shall not preclude, any civil 
remedy or criminal penalty otherwise 
available. 

(f) Statute of limitations. No civil 
money penalty may be imposed under 
this section after the expiration of the 
four-year period beginning on the date 
of the occurrence of the violation for 
which the penalty is authorized under 
this section.
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§ 1777.1 Authority, purpose, scope, and 
implementation dates. 

(a) Authority. This part is issued by 
the Office of Federal Housing Enter-
prise Oversight (OFHEO) pursuant to 
sections 1313, 1371, 1372, and 1376 of the 
Federal Housing Enterprises Financial 
Safety and Soundness Act (1992 Act) (12 
U.S.C. 4513, 4631, 4632, and 4636). These 
provisions broadly authorize OFHEO to 
take such actions as are deemed appro-
priate by the Director of OFHEO to en-
sure that the Federal National Mort-
gage Association and the Federal Home 
Loan Mortgage Corporation (collec-
tively, the Enterprises) maintain ade-
quate capital and operate in a safe and 
sound manner. 

(b) Authority, purpose and scope of sub-
part A. In addition to the authority set 
forth in paragraph (a) of this section, 
subpart A of this part is also issued 
pursuant to section 1314 of the 1992 Act 
(12 U.S.C. 4514), section 307(c) of the 
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Federal Home Loan Mortgage Corpora-
tion Act (12 U.S.C. 1456(c)), and section 
309(k) of the Federal National Mort-
gage Association Charter Act (12 U.S.C. 
1723a(k)), requiring each Enterprise to 
submit such reports to OFHEO as the 
Director of OFHEO determines, in his 
or her judgment, are necessary to carry 
out the purposes of the 1992 Act. Sub-
part A of this part is also issued in reli-
ance on section 1317 of the 1992 Act (12 
U.S.C. 4517) authorizing OFHEO to con-
duct examinations of the Enterprises. 
The purpose of subpart A of this part is 
to set forth a framework of early inter-
vention supervisory measures, other 
than formal enforcement actions, that 
OFHEO may take to address emerging 
developments that merit supervisory 
review to ensure they do not pose a 
current or future threat to the safety 
and soundness of an Enterprise. 
OFHEO’s initiation of procedures under 
subpart A does not necessarily indicate 
that any unsound condition exists. The 
supervisory responses enumerated in 
§ 1777.11 do not constitute orders under 
the 1992 Act for purposes of sections 
1371 and 1376 thereof (12 U.S.C. 4631 and 
4636). 

(c) Authority, purpose, and scope of 
subpart B. In addition to the authority 
set forth in paragraph (a) of this sec-
tion, subpart B of this part is also 
issued pursuant to subtitle B of the 
1992 Act (12 U.S.C. 4611 through 4623), 
section 303(b)(2) of the Federal Home 
Loan Mortgage Corporation Act (12 
U.S.C. 1452(b)(2)), and section 303(c)(2) 
of the Federal National Mortgage Asso-
ciation Charter Act (12 U.S.C. 
1718(c)(2)). These provisions authorize 
OFHEO to administer certain capital 
requirements for the Enterprises, to 
classify the capital of the Enterprises 
based on capital levels specified in the 
1992 Act, and, in appropriate cir-
cumstances, to exercise discretion to 
reclassify an Enterprise into a lower 
capital category. Under these provi-
sions, there are also automatic con-
sequences for an Enterprise that is not 
classified as adequately capitalized, as 
well as discretionary authority for 
OFHEO to require an Enterprise to 
take remedial actions. Subpart B im-
plements the provisions of sections 1364 
through 1368, 1369(b) through (e), 1369C, 
and 1369D of the 1992 Act as they apply 

to the Enterprises (12 U.S.C. 4614 
through 4618, 4619(b) through (e), 4622 
and 4623). The principal purposes of 
subpart B are to identify the capital 
measures and capital levels that 
OFHEO uses in determining the capital 
classification of an Enterprise; to set 
out the procedures OFHEO uses in de-
termining such capital classifications; 
to establish procedures for submission 
and review of capital restoration plans 
of an Enterprise that is not classified 
as adequately capitalized; and to estab-
lish procedures under which OFHEO 
issues orders pursuant to section 
1366(b)(1) through (4) of the 1992 Act (12 
U.S.C. 4616(b)(1) through (4)). 

(d) Effective dates of capital classifica-
tions. Section 1364 of the 1992 Act (12 
U.S.C. 4614(d)) directs OFHEO to deter-
mine capital classifications for the En-
terprises by reference to two capital 
standards, consisting of the minimum 
or critical capital level on the one 
hand, and the risk-based capital level 
on the other. Section 1364(d) of the 1992 
Act (12 U.S.C. 4614(d)) excludes consid-
eration of whether the Enterprises 
meet the risk-based capital level in de-
termining capital classifications or re-
classifications under 1364, until one 
year after the effective date of 
OFHEO’s regulation implementing 
OFHEO’s risk-based capital test (issued 
under section 1361(e) of the 1992 Act (12 
U.S.C. 4611(e)), until such time, section 
1364(d) provides that an Enterprise is to 
be classified as adequately capitalized 
so long as it meets the minimum cap-
ital level. Subpart B contains a cur-
rently effective set of capital classi-
fications omitting consideration of the 
risk-based capital level, as well as an-
other set of capital classifications 
which will take effect, and displace the 
current set of capital classifications, 
on September 13, 2002 that is, one year 
after the effective date of OFHEO’s 
risk-based capital rule published at 66 
FR 47730, September 13, 2001.

§ 1777.2 Preservation of other author-
ity. 

(a) Supervisory standards. Notwith-
standing the existence of procedures in 
§ 1777.10 for the Director of OFHEO to 
designate certain developments for su-
pervisory response under subpart A of 
this part, nothing in this part in any 
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